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ORDER OF ADOPTION OF PROPOSED REGULATIDRS OF
THE OEPARTMENT OF HOUSING AttD COMKlNITY DEVELOPMENT.

I. Adopt subchapter 10. Rental Housing Construct1on Program. of Chapter 7,
Part I. Title 25. to read as follows:

SUBCHAPTER 10. RENTAL HOUSING CONSTRUCTION PROGRAM
Detailed Analysis

Article 1. General

7800 Scope and Authority
7801 Severoilbil ity
7B02 Definitions
7804 Priorities
7806 Calculation of Affordoilble Rents
7808 COlllJlonent Accounts

Article 2. Program Re-quirements

7810 Eligibil ity of Sponsors
7812 Eligible Projects
7814 Relocation Assistance
7!l16 Program Requi rements
7818 Assistance Payment Enforcement

Article 3. Development Standards

7820 Eligibility of Local Finance Entities
7822 Contracts and Agreelllents
7824 Develo~nt Standards and Costs
7826 Site Seleet:ion Criteria

Article 4. Application Procedure and Review

7830 Pre.:equisites of Applications
7832 Applications for Developlllent PllJIIIents
7834 Appl1cations for Annuity Funds
7836 Applications for Management Reserve Funds
7838 Appl1cations for Feasibl1ity Funds
7840 Staff Review of Applications
7842 COIIIIIittee Review of Applications and Other Matters
7844 Action by the Director and Applicant Request for

Reconsi derat i Oil
7846 Disbursements

Article 5. Operations

7850 Reporting
7852 Contract and Agreement Amendments
7854 Tenant Occupancy Standards
7856 Tenant Selection Procedures
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765S Lease and Occupancy Procedures
7860 Tennination and Eviction
7862 Appeal and Grievance Procedures
7864- Rent Increase Procedures
7866 Return on Investment
7666 Maintenance and Management
7S70 Transfer, Foreclosure, 8reac~, or Termination of Assistance

Article 6. CHFA Development Procedures

7871 C~ittee Advice and Actions
7672 Site Selection
7874 Developrent Standards and Costs
7876 Interagency Agreellents
7878 Application Procedure
7880 Financing
7882 Contracts and Agreeaents
78U4 Reporting
7886 Tenant Selection and Occupancy Standards and Procedures
7888 Rent Increase Procedures
7890 Return on Investment
7892 Transfer, Foreclosure, 8reac~, or Termination of Assistance

Article 1. General

7800. Scope and Application
(a) These regulatioos implement and interpret t~e Rental Housing Construc

tion Program, Sections 50735 through 50770, inclusive, of the Health and
safety Code. They establis~ procedures for t~e disbursement of development
and subsiqy funds and establish policies and procedures for use of these dis·
bursements to provide affordable ~ousing under the Program. They also dele_
gate authority for the initial recam.endation of approval, rejection,
amendment, and termination of loans or grants, wlt~ the e~ception of emergency
loans and loans and grants to t~e Agency, from the Director of the Oepartaent
of Housing and Community Development to the Committee referred to in this
subchapter.

(b) The program is divided into three main components, designated as
(I) the sponsor development component,
(2) the rights of occupancy component, and
(3) the housing -authority co~onent, each of which 1"s financed by the

development pa~entS account. In addition, these are c~lemented by the
annuity fund, the management reserve account, and the feasibility account.
(c) Developments financed by the Agency shall be subject to the require-

ments of Articles I, 2, and 6. All other developments snall be subjeCt to the
requirements of Articles I throug~ 5, inclus1ve.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: Health and Safety Code Section 50737.

7801. Severabilitf
If any provision 0 this subc~apter or the Program, or the application

thereof to any person, entity or circumstances, is held Invalid, Such
invalidity shall not affect other provisions or applications of the part which
can be given effect without the invalid provision or application, and to this
end t~e provisions of this subc~apter are severable.

-2-



NOTE: Author1ty cited: He~lth and Safety Code Section 50737. Reference
cited: Health and Safety Code Section 50737

l80Z. Definitions
_ The fol1OWlng are definitions governing the Program. They are supplel'llented

by definitions in SUDchapter 2 (cOITIJIeI1cing with Section 6910) of ClIapter 6 of
Title 25, california Administrathe tDeIe.

"Affordable rent" I!leans rent detennined by the Department to be affordable.
1n accordam;e "lth Section 7806.

"Agency· means the California Housing Finance Agency.
'Applicant" means a local finante entity or a housing authority seeking

assistance from the Program or the Department acting as a local housing
authority pursuant to law.

"Assisted unit" means a dwelling unit in a rental housing development or
space in a mobilenome par~ available on a priority basis to or occupied by an
eligible household at a rent which is affordable to that household as a result
of assistance from the Program.

"Available to or occupied by on a priority basis" with respect to an
assisted unit Peans a dwelling unit. occupied by an eligible household or
unoccupied and held out for rent on a priority basis to eligible households.

"Below raar~et interest financing" meil.ns any of the following:
(ll A long·term loan made by the agency with below-mar~et interest,

as defined by section ~00~6.

(2) A long-term loan IIKlde by a local finance entity at a below-market
interest rate no hi gher than that establ i shed from time to time by the Depa rt
ment, provided such rate shall not exceed by morl! than one-and one_half per
cent the interest rate on long_term loans, if any, made by the Agency for
rental housing development proposals being submitted or processed for
Department assistance under this chapter at the saD!! time.

(3) The .use of subsidies, assistance, or financing, other than as
provided in paragraphs 0) and (2), which reduce rent levels by an amount
equivalent to that enabled by long-tenn·loans at the interest rate establiShed
for purposes of paragraph (2).

(4) Subsidies, assistance, or financing provided to the sponsor by or
through the Agen~ or local finance entity and which Is a loan made at
below-mar~et i.nterest by an agency of the federal government.

"COde" means the California Health and Safety Code.
"Conmlttee" means the Rental Housing Construction Program COlllOittee

established pursuant to Title 25, California Administrative Code, Section
6902(c).

"Department" geans the Californi.a Department of Housing and Community
Developnent.

"Development agreement" .eans a contract between an applicant and a sponsor
in accordance with Section 7~22 which regulates the construction of the rental
housing develo~ent. .

"Develo~ent costs· means the aggregate of all approved costs incurred in
connection with construction of a rental housing development or rental unit,
as the context requires, including:

(1) land acquisition, whether by purchase or lease,
{2l the construction of the rental units and related structures,

inclUding the costs of construction financing,
(3) overhead, including architectural. legal and accDunting fees,
{4} off-site imprDvements. including sewers, utilities and streets,
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reCoarnended by the Committee

necessary on-s1te improvements,
relocation costs,
long-term fi nanci ng fees, and
rent-up and marKeting expenses.
long-term financing costs where

(5)
(6)
(7)

1:1
pursuant to section 7B4Z{d){g).
"Elderly household" means a f ..ily in which the head of the household is 60

years of age or older or a single person who 1$ 60 years of age or older
except that different age limitation may be utilized if federal funding is
utilized and such funding requires a different limitation.

"Eligible household" means a very low-inc~ household or other lower
incOIlIe household. as defined in sections 6926 and 6928.

"Excess Rents" means the project income llttriblltable to the assisted units
in excess of approved operating expense attributable to the assisted units.
Project income attributable to the assisted units shall include carrying
charges pursuant to Section 7858{g) and (tI).

"Fund" means the Rental Housing Construction Fund
"Handicapped household" means:

(1) a single person or a hmi1y in which the head of the household is
suffering from an orthopedic disability impairing personal mobility or a
physical disability affecting the ability to obtain employment. where the
family or person requires special care or facilities in the h~e, or

(2) a single person or a family in which the head of household
suffers from a developmental disability specified in Section 38010(a) of
the Code or a mental disorder which would render hi.. or her eligible to
participate in progra~ of rehabilitation or social services conducted by
or on behalf of a public agency.
"Interagency operating agreement" means the contract between the Department

and the Agency pursuant to Article 6 which regulates the relationship between
the Department and the Agency.

"local finance entity~ means a redevelopment agency, local housing
authority, city, county, city and county, or duly constituted governing body
Of an Indian rancheria, or any combination thereof, which proposes to provide
or use below ~rKet interest financing or an equivalent subsidy for a rental
housing development.

'Program" means the Rental Housing Construction Program and Chapter g
(cOlllll@ncing with Section 50735) of Part 2 of Division 31 of the Health and
Safety Code. and regulations prOftllgated thereunder.

-Regulatory agreement" DeanS a contract between the Agency or a responsible
agency and a sponsor in accordance with section 7622 which, establiShes the
respective rights and duties of the parties with respect to the development
and payment therefor.

"Rental housing development" means five or more rental dwelling units,
inclUding mob1lehomes. on one or MOre sites assisted or sought to be assisted
under the Prograll, "Rental housing development" also includes five or more
mobflehome park spaces. For purposes of the Program, a stock cooperative or
limited equ1ty housing cooperative is a rental housing deve10pnent.

"ReSpOnsible agency" means the local finance entity under the sponsor
development component. the local housing authority under the rights of
occupancy component. or the Department under the housing authority development
C~onent. It includes the Departaent where the Department has contracted
with a local finance entity pursuant to Section 50750 of the Code.

-4.



·Ru~al area" means any open country or any place, town. village, or city
which by itself and taken together with any other places, towns, villages. or
cities ~hat it 1s part of or associated with:

(1) has a population not eXceeding 10.000 or
(Zj has e population not exceeding 20,000 and ;s contained within a

nonmetropolltan area.
"Rural area" also includes any open country, place. town, village, or city

located·within a standard Metropolitan Statistical Area if the population
thereof does not exceed 20,000 and the arel is not part of, or aSSOCiated
witli, an urban area and is rural 1n character.

·Site control" includes actual ownership of a site, the right to purchase a
site under a contract to purchase or option agreement. or such other control
of the ownership or possession of a site as the Department considers
satishctory.

"Sponsor" means any individual, joint venture, partnership, limited
partnerShip, trust, corporation, cooperative, local public entity, duly
constituted governing body of an Jndian rancheria, or other legal entity, or
any Combination thereof. certified pursuant to Section 7812 as qualified to
own and manage or construct a rental housing development. A sponsor may be
organized for profit or limited profit or be nonprofit.

"State contractM lIIeans the contract between the Oepartment and an applicant
in accordance with Section 7822 which regulates the conduct of those
entities.

MOTE: Authority cited: Health and Safety Code Section 50731. Reference
cited: Health and safety Code Sections 50735, 50737.

7804. Priorities
Priorltles for allocation of Progr~ fundS for applicants shall be in

accordance with the Oepartment's guidelines for a rating system, and for the
Agency, in accordance with the explanation by the Agency consistent with the
requirements of this subchapter,<which will give priority to housing
developments which:

{al are of the lowest cost possible, given Program requirelllents and local
market conditions,

(b) incorporate innovative or energy-efficient design and construction
techniques and higher densities, where such techniques and densities result in
lower costs without reducing the quality of the housing.

(c) comp1enent the implementation of a local housing progr~ intended to
increase the housing supply for persons and families of low or moderate in
come.

(d) have been subsidized beyond minimum requirements by
(1) funds, services or land contributed or received by the sponsor,

or in the Case of the housing authority development component by the local
housing authority, or

(2) an allocation of Connunity Oevelopllent Blocl:. Grant funds for
eligible expenditures including but not limited to rent subsidies, site
acquisition, deve10paent costs and construction costs,
(eJ use available funds in the most efficient manner to produce the

maximUM number of housing units, and
(fl are located within existing public transit corridors as defined in

Section 50093.5 of the Health and Safety CDde, ~o the extent feasible and
consistent with the other priorities contained in this section. This priority
sh"l1 no~ apply to rental housing developments located in rural areas.
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NOTE: Aut~ority cited; Hea1t~ and Safety Code Section 50737. Reference
cited: Hea1t~ and Safety Code Section 50737

7806., calculation of Affordable Rents
(a) For t~e purposes of t~e Program, rent for t~e assisted units s~a11

.inc1ude all regular charges paid to a sponsor Or local housing authority by an
eligible household for.the use and occupancy of an assisted unit in a rental
housing development.

(0) Rent ·payable for assisted units occupied by very low income ~ouse~olds
shall be deemed affordable for the purposes of the Prograft if, including an
allowance for utility costs, it does not exceed the greater of:

(l) A "base rent' of twenty-five percent (251:) of the allOunt payable
to specific household siZes, pursuant to Section 11453 of the welfare and
Institutions Code, as adjusted annually pursuant to Section 11453 of the
Welfare and Institutions Code. and the size of the unit. as set forth
below

l-BR Unit
2-BR Unit
3-BR Unit
4-BR Unit
5 BR Unit

2 person household
2 person household
4 person household
6 person household
8 person household

or. if ~igher,

(2) twenty five percent (25~) of t~e income of such household.
(c) Rent payable for assisted units occupied by other lower inCome

households shall be dl!l!led affordable for the purposes of the Program if.
inclUding an allowance for utility costs. it does not exceed the greater of:

(I) a "base rent· of twenty five percent (25~) of fifty percent (5~)

of the area .edian income adjusted for family size of the geographical area
in which the rental housing development is located, or, if higher.

(2) twenty five percent (2S1) of the income of such.househo1d.
(d) For the purposes of this section. "utilities· inclUde garbage collec

tion, sewer. water, gas, electricity and other heating. cooling or refrigera
tion fuels which are billed separately from the rent but do not include the
cost of telephone service.

(e) The allowance for utility costs shall be calculated as follows:
An estimate of utility usage and costs will be prepared for each aSsisted
unit. Such estiGate will be based on a reasonable use of utilities by a
typical household and will take into account the size and energy efficiency of
each unit, and the cost of suc~ utilities then current with respect to the
development, considering any SUbsidies to which t~e typical eligible hoysehold
may be entitled. This estimate shall be the allowance for detenlination of
affordable rent pursuant to subdivisions (b) and (c) for the first year of
occupancy of the assisted unit. This estimate shall be reviewed annually,
ta~ing into account changes in utility costs. and the allowance for utility
costs after approval by the Agency or responsible agency shall be adjusted
accordingly and implemented pursuant to Sections 7664 and 7B88.

(f) Notwithstanding any provision of this section, an eligible household
shall not be entitled to receive any payment or "negative rent" if its allow
ance for utilities exceeds the amount specified in subdivisions (O}(l) or
(bI12) or (cHI) or (cH2).

g) Notwithstanding any other provision of this Section, where assisted
units are receiving subsidies under Section 8 of Title II of the Housing and
Community Oeve10pment Act of 1974 as amended. then the rents payable by
tenants of suc~ assisted units pursuant to the rules and regulations governing
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the Section 8 Program shall be deened afforn,ble for the purpose of thfs
Program.

(h) Where the responsible agency or the Agency is authorfzed to fi~

and alter a scheaule of rents necessary to provide residents of non-assisted
units with afforllable rents. to the e~tent consistent with the maintenance of
the ffnancial fntegrity of the rental housing deve1o~nt. the affordable
rents. if a~. will be determined by the responsible agency or the Agen~ on a
case-by.case basis consfstent w1th the _calculation of rental income neCeSSary
to ensure the financ1a1 feas1bi1ity of the particular rental housing develop
ment.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
CiteQ: Health and Safety Code Sections 50749, 50759

71108. ClIIleonent Accounts
(a) The Fund 1S to be allocated to four component accounts. the Develop

ment pa,yments Account, the Annuity Fund Account. the Feasibllity Account, and
the Management Reserve Account. The Management Reserve Account Shall consist
of four percent of the amount in the Fund as of January I, 198D. The Depart
ment shall allocate the reaainder of the Fund to the remaining Accounts in
Such a w~ so as to ensure that the ma~imum number of assisted units is
developed and maintained at affordable rents and not less than 20 percent of
the Fund is allocated for annuity fund payments.

(b) The Department may direct the transfer of fundS from one account to
another consistent with legal requirements.

NOTE: Authority Cited: Health and Safety Code Section 50737. Reference
cited: Ilealth and Safety Code Sections 5U738, 50740, 50748

Article 2. Program Requirements

7810. E1i9ibility of Sfonsors
(a) At the-tlme of app icat10n for assistanoe for a proposed rental hous

ing deve1o~nt, the applicant Shall certify to the Oepartment that the
sponsor of the proposed rental housing development has or will have the cap
ability to construct. or own and manage. such development in accordance with
the criteria set out in subdiv1sion (b).

(b) In detel"llin1ng the capab1lity of a sponsor under this section, the
Oepartment and Agency or applicant shall take into account at least the
following criteria:

(1) adlllinistrative capability,
(2) the sponsor's previous experience in design, construction and

manag_nt of IJlllti-falllily rental-hD\lsing or the e~per1ence 1n such design,
construction and ~nag~nt of staff or consultants employed Dr to be
empl~ed by the sponsor. taking into account the size and comple~ity of the
proposed development.

1
3) financial capability, ;lnd
4} the possession of sufficient assets or credit to provide

adequately for the predeve10pment costs of the proposed rental housfng
development, and contfngent expenses.
MOTE: Authority cite12: Health and Safety Code Section 50732. Reference

cited: Health and Safety Code Section 50745
7812. Eligible Projects
(a) To be eligible for asshtance under the sponsor 12evelopment component,

the applicant IJllst be the Agency or a local ffnance entity and a project IWSt
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be a rental housing development with a sponsor and financed with below-mar~et

interest rate financing. In the rental housing development. no less than
thirty percent (3~) of the units will be assisted units and no less than
twenty percent (2~) of the units shall be available on a priority basis to or
occupied by very low-income households, including all households with income
equal to or less than fifty percent (5~) of the area median income adjusted
for faml1y size.

(b) To be eligible for assistance under the rights of occupancy component,
a project IIIlst be a rental llousing development with a sponsor -in wllich a local
housing authority will obtain rigllts of occupancy to at least thirty percent
(3~} of tile units, and no less than twenty percent (20%) of the units sllall
be available on a priority basis to or occupied by very low-income
households, including all households witll incomes equal to or less than fifty
percent (50%} of the area median income adjusted for family size.

(c) To be eligible for assistance under tile housing authori~ development
component. a project must be a rental housing develo~ent:

(1) to be developed, constructed. owned and operated by a local hous
ing authority;

(2) in which all of the units will be available to or occupied by
eligible households at affordable rents; and

(3) in whicll two_thirds of the units will be available on a
priority basis to or occupied by very low income llouseholds. and one_third
available on a priority basis to or occupied by other low income house_
holds.
(d) No development shall be eligible for assistance under this subchapter

unless construction cOlllllf!nced on or after July 1. 19110. ·Construction" for
the purposes of thiS subdivision Shall mean on-site i~rovements inclUding the
construction of the rental units and related structures. and excluding demoli
tion, land fill, grading and site improvements intended for public dedication
inclUding sewers, utilities, and streets.

(el No develo~ent shall be eligible for assistance under tllis SUbchapter
unless:

(1) tile locality in which thl! project will be located has an adopted
housing element pursuant to Section 65302{c) of the Govl!rnment Code which
the Department has found to be in conformance with Section 653U2(c) of the
Government Code. or the locality. prior to approval of the project applica_
tion. has an extenSion from the Office of Planning and Research pursuant to
Government Code. Section 653UZ.6. to prepare a housing element; or

(2) the DeparUnent makes the following findings:
(A) that the proposed. housing develo~nt has a satisfactory

level of compliance with the priorities as set forth in section 78U4;
,"d

(6) that there exists in the region a severe housing shortage
for low and mOderate incone households, and notwithstanding the
locality's failure to comply with State housing ell!lill!nt requirements.
there e~ists Such an overriding need for the particular proposed
housing development that state funding 1s justified.

Wllere the proposed housing development is a subdivision under the State Sub
division Map Act, the requirements of that Act and Government Code Section
65473.5, Shall be met.

NOTE: Authority citet!: Health and Safety Code Section 50737. Reference
cited: Health and Safety Code sections 5u736, 50741. 5U745, 50755, 5U765
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7614. Relocation Assistance
In the event a tenlnt or owner is displaced because a local government or

housing_authority acquires property for a develo~nt assisted by the Program.
the Relocation Guidelines, Title 25, California Administrative Code, Section
6000 et seq •• apply to any displace=ent that results from such acquisition.
With respect to a~ other residential tenlnts (not owner-o~~upants) who will
be pen=anently or temporarily relo~ated due to a development assisted by the
Program other than the right of o~cupancy component, but who are not assisted
under the Guidelines. the following requirements will lpply.

(a) Such tenants lre eligible for relo~ation ass1stlnce ana benefits des
cribed in this section if they lre displaced after lpprova.l for financing by a
local finance entity or the Agency unless the tenancy is terminated thereafter
for gOOd cause as set forth in Section 7860 or they take oecuplncy after the
approval for finlneing with notice from the sponsor of the approval and
potential displacement.

(b) Within a reasonable perfod of time prior to displacement. each tenant
to be permanently relocated will be provided a ·reasonable choice of suitable
replacement housing. ·Suitable replacement housing- is:

(I) Decent. safe, and sanitary. and affordable as set forth in
Section 7806. and

(2) In a location thlt is not generally less oesirable than the
location of the aisplaced tenant's e~isting dwelling w1th respe~t to public
utilities. commer~ial and public fa~ilities. social and economic character_
istics. and the tenant'S place of employment (or to sources of employment
if the tenant is unemployed but employable).

Each tenant will be reimbursed by the owner for reasonable moving and related
expenses as .set forth in Section 6090 or may receive, at the discretion of the
tenant. a fi~ed paynent as set forth in Section 6098.

(c) Atenant may be required to relocate for a temporary period only if
this is necesslry to carry out the project and he/she is penaitted to occupy a
Qwelling in the coupleteQ development or another assisted development in the
area. The temporary relocation .ay not exceed 12 months in duration in a
aecent~. safe, lnd sanitary dwelling ana the tenant will be reimbursed for
actual~ reasonable, out-of-pocket e~penses including moving costs to and from
the temporary housing and lny increase in the monthly housing cost (rent and
reasonable utilities).• If the new dwell ing unit 15 not rea<\)' for occupancy
with1n the 12-month period, the tenant will be notified of the earliest
anticiplted dlte of occupancy and will have the ~i9ht to agree to wait until
the e~tended aate or to reljuest treatDlent as being pemanen1ly displaced.

(d) All potential displacees will be providea advance written and oral
information in a ~nner ~ich ensures that they understand relocation opportu_
nities and assistance. In addit10n, appropriate advisory services will be
provided to minimize relocation hardships.

(e) No lawful occupant will be required to gove f~ his/her residence
Without at least 90 days advance written notice of the earliest aate by which
he/she may be reljuired to move and a 30_d~ notice prior to the actual date
upon which a move is required.

(I) If a tenant is provided but refuses at least three (3) opportu
nities to move to suitable replacement housing, the sponsor will not be
obligated to make further efforts to provide replacefllent hOllsing.

(2) If affordable replacement housing subject to subdivision (b) can
not be found, the sponsor's obligation under this section may be satisfied
by providing the tenant with a lump s~ payment equal to 48 times the
amount, if any, necessary to reduce the monthly housing cost (rent and
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reasonable utilities) of an otherwise suitable replacement unit to an
affordable level.
(f) A tenant who believes that this section has been violated may appeal

first to the Agency or appropriate responsible agency. jf appropriate, and jf
this appeal does not resolve the issue within a reasonable period of time, may

.appeal to the Department.
(g) Sponsors are responSible for assuring that payments and services re

qUired by this section are provided.
NOTE: Author.ity cited: Health and Safety Code Section 50737. Reference

cited: Health and Safety COde section 50737

7816. Program Requirements
(a) Except as set forth in Sections 7824 or 1874, no development payment

under the sponsor developaent or housing authority development component shall
exceed the lesser of:

(1) one hundred percent (l~) of the development cost of a rental
housing developaent. and

(Z) the amount required when considered with below market rate
financing to enable the construction of the rental housing development or
ensure the economic feasibility of affordable rents for the assisted
units.
(b) In addition to other requirements of this subchapter, of all units

assisted by the Program:
(1) at least two-thirds shall be made available on a priority basis

to or occupied by very low income households, inclUding all households with
incomes equal to or less than fifty percent (5~) of the area median income
adjusted for family size, and

1
2) not less than twenty percent (Zo;) and not more than thirty per

cent 30%) shall be available on a priority basis to or occupied by the
elderly or handicapped, and

(3) not less than ten percent (1M) shall be accessible to the
physically handicapped and such units will be available to or occupied ~
the handicapped, and

(4) not less than twenty percent (Z~) shall be located in a rural
area.
(c) Funds sufficient for the construction of forty eight (48) assisted

units specially designed for the ~ntally and developmentally handicapped. and
having access to special supportive services provided by an agency other than
the DepartDent. will be reserved for rental housing developments incorporating
such units. This reservation of funds will terminate one year after the first
COngittee meeting. In a.ddition to the reservation of fundS for handicapped
units under this subdivision. the Department sets as a non-binding goal the
reservation of sufficient funds for a further forty-eight (48) such handi_
capped units until one year after tbe first Co~ittee meeting. All handi
capped units assisted under thts subdivision Shall be counted as units avail
able to tile elderly or handicapped for tile purposes of SUbdivision (b){Z).
No units assisted under this Subdivision sha.ll be counted as accessible to the
physically handicapped for the purposes of SUbdivision (b)(3). whether or
not so accessible.

NOTE: Authority cited: Healtb and Safety Code section 50737. Reference
cited: lIealth and Safety COde Sections 50736. 50747
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7818. Assistance Payment Enforcement
(a) If the developlllent asslstance payments Bre made by way of a loan, a

deed of trust in favor the Department., or in the case of payments made through
the Agency, in favor of tne Agency, securing said loan and the conditions of
the regulatory agreement Shall be executed whiCh shall create a first or
second lien on the housing development with respect to which said loan is made
and shall be eltecuted lind recorded in accDrdllnce with ellisting applicable
laws.

(b) If the development assistance paylllents are made by way of 1I grllnt, the
regulatory agreement shall provide thllt failure to operate the develDpment in
accordance with the requirements of the PrDgram shall be deemed to be a vlDla_
tiDn of the regulatory agreement and shall subject the sponsor to the pro_
cedure set for'th therein.

(c) The provisions of Sections 7870 and 7892, as applicable, shall apply
to the deed of trust or regulatory agreement.

(d) ContempDraneously with the ellecution and recordation of the deed of
trust or regullltory agreement, the Agency or local finance entity Shall cause
to be recorded, or referenced to a recorded document, in the office of the
county recorder of the county in which the assisted units are located, the
doclllllent(s) evidencing the loan or grant and conditions therein. It shall be
indelted by the recorder in the Grantor Indelt to the name of the grantee and in
the Grantee lndelt to the name of the State Df california, and shall include a
legal descriptiDn of the assisted prcperty that is the subject Df the
docUlllent{s).

(e) The obligations Df the sponsor under the regulatory agre~nt shall
provide the responsible agency with regulatory authority that is sePlIrate dnd
distinct frOlll, and is not dependent or conditioned upon, any financial
interest or claim that such lIgency might otherwise have with respect to the
Sponsor on account of the development aSSistance payments.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: Health and SlIfety Code section 50746, 50755, 50765

Article 3. Development StandardS

7820. Eligibility of Local Finance Entities.
(a) Before the Departaent makes a conditional eommitment to a local

finllnce entity, it shall cl!r'tify after receipt and review Df an application
that such entity has the capability of:

(1) ensuring the .feasibility of the rentlll housing develo~nt,

(2) ~onitoring the design and construction of tne rental housing de
velopment, and

(3) mDnitoring the ~anagement of the rental housing development for a
period of thir'ty (3D) years or the term of the below lllarket interest
financ1ng, if any, whichever is greater.
(b) In deterrnning the capability of a local finance entity, the Depart

~ent shall take into account the following criteria:
{I) the entity's ability to prOVide below ~arket interest financing,

as evidenced by the market rating and other relevant factors of bonds
issued or to be issued by such entity, or the entity's aDility to provide
other equivalent assistance, and

(2) administrative capability, as avidenced by the ellperience of such
entity or staff, or consultants employed or to be employed by such entity,
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in implementing grant or loan programs for hous1ng rehabilitation or
construction and management of government~asslsted housing.
(c) A local finance entity may be eligible for assistance under the Pro

gram notwithstanding that it cannot meet the criteria for certification under
this section, if:

(I) it is located in a rural area,
(2) the Department or an entity approved by the Department contracts

or prQposes to contract with it to ensure that the terms of the regulatory
agreement between it and the sponsor are carried out. and

(3) the legislative body of the local finance entity consents to such
a contract.
(d) A housing authority's eligibility shall be certified in the same

manner as a local finance entity.
NOTE: Authority cited; Health and safety Code section 50737. Reference

cited: Health and Safety Code Sections 50745, 50750

7822. Contracts and Agreements
(a) All assistance provided by the Department shall be governed by con

tracts binding all applicants and sponsors in accordance with this section,
e~cept that assistance through the Agency shall be governed by an Interagency
Agreement pursuant to Article 6, and the Agency's sponsors by Section 7882.

(b) Assistance to local finance entities under the sponsor development
component shall be governed by a state contract between the Depart~nt and the
local finance entity and by a development agreement and a regulatory agreement
between the local finance entity and the sponsor.

(c) Assistance to local housing authorities under the rights of occupancy
component shall be governed by a state contract between the Department and the
local housing authority and by-a regulatory agreement between the local houS·
ing authority and the sponsor.

(d) Assistance to local housing authorities under the housing authority
component shall be governed by a state contract, a development agreement and a
regulatory agreement between the Department and the local housing authority.
The terms of the contract and the agreements ~. be incorporated fn a single
document ff the Department so requires.

(e) Provisions and requtrements relating to assistance under the annuity
trust fund shall be fncorporated into the state contract and regulatory agree
ment governfng assistance under the appropriate main component.

(f) Provisions and requireQents relating to assfstance under the
management reserve account and the feasibilfty account may be incorporated by
way of a~nO;ent into the state_contract and regulatory agreement governing
assistance under the appropriate main component.

(g) The Department may require such additional contracts and agreements
between the Department, applicants and sponsors as it deems necessary to meet
the purposes of the Program.

(h) All state contracts other than the Interagency Operational Agreement
and all regulatory agreements Shall be recorded or referenced fn a recorded
-document fn the office of the county recorder in the county in which the
rental housing develo~nt to whiCh they relate 1s located. When so recorded.
th~ shall constitute a lien on the rental housing development in accordance
with Section 7818 for the performance of conditions, including the payment of
any money, specified therein. Recorded state contracts shall be inde~ed in
the grantor index to the name of the sponsor and in the grantee index to the
State of California. Recorded regulatory agreements Shall be inde~ed in the



grdritor index to the name of tile sponsor and in the grdntee index to ttle ndale
of tile appli.;ant.

(i) .A11 state .;ontra.;ts and regulatory or deve1o~nt agreements slla11
contain such provisions as the Department considers necessary to llleet the
purposes of the Program, including but not limited to:

(1) a description of how the assistance under the Program Nill be
used to ensure that each assisted unit will remain available on a priority
basiS to or occupied by eligible households for a period of not less tndn
tnirty (30) years or the term of the below market interest financing, if
a~, Nblchever is greater,

(2) specification of the amount, ~nner, tenm5. and timing of pay_
ments, including annuity fund payments, by the Department and the applio;ant
under state contracts and regulatory agreements, respectively, so dS to
ensure the econu.ic feasibility of the rental housing. development and to
prote.;t the interests of the State,

(3) requirelllents for reporting in accordance Nith Section 7850,
(4) a provision that the .;ovenents ind conditions of such contracts

and egreenents shall be binding upon the successors in interest to the
parties thereto,

(5) a provision requiring thet the local finance entity and sponsor
agree to abide by the directives of the Department with respect to excess
annuity fund p~nts and/or excess rent receipts wnen in.;ome from
assisted units and/or annuity fund payments are greater than approved
operating costs and Nhen, in the Department's judgnent,
the assisted units .;an operate with less rent receipts and/or
annuity fund p~ents, and

(6) a provision stating. thet.the Department and the local finance
entity, ~ mutual agreement, mey reduce the nUMber of assisted units in a
rental housing development only if the annuity fund cannot provide adequate
dssistance to ~intain the deve1oplent's fiscal integrity. Any Such re
duction shall be reviewed no less often then annually as to its continued
necessity.
(j) State contracts, in addition to provisions required in subdivision

(i). shall contain provisions Nll1ch:
{l} require the DepertJRent's approval of regulatory agreements and

development agreements, or any alllenclments thereto, before such agreements
or .unendlnents al"! entered into by the parties thereto,

(2) essi gn to the Departlllent the responsible ..agency's ri ght to en
for.;e the regulatory and development agreements in the event of the
responsible agency's failure to enforce such agreements, and

(3) govern the use of annuity trust fund payments in accordance wittl
Section 7834.
(k) Regulatory agreements, in addition to provisions required in sub

division (i), sl\all contain provisions Nhich:
(1) restrict availability and occupancy of assisted units to eligible

households, 1n accordance wittl this subchapter, for a period of no less
tllan thirty (30) years or the tel"lll of tile below IIliI.rket interest financing,
if any, whichever is greater,

{2) specify the nUlllber of non-assisted and assisted units in the
rental housing development and the projected rents for those unIts,

(3) with respect to the assisted units, specify tenant selection dnd
o.;cupano;y stdndards in accorcance with this subchapter,
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(4) with respect to all units in the rental housing development.
specify the terms of occupancy agreements in accordance with this
subchapter.

(5) with respect to all units in the rental housing development.
specify procedures for increases in rent in accordance with Section 7864,

(6) limit the sponsor's return on investment in aCCONanCe with
Section 7866.

(7) ma~e the agreement. or any amendment thereto. of no force or
effect un.1ess it has been approved by the Depart.ent before being entered
into by the parties thereto.

(8) with respect to all units in the rental housing development.
require for all documents made available or used by occupants. that copies
be available in the language(s) commonly spo~en by residents of the area.

(9) with respect to the non-ass1sted units authorize the responsible
agen~ to fix and alter a schedule of rents such as ~ be necessary to
provide residents of the rental housing development with affordable rents
to be consistant with the financial integrity of the rental housing deve1.
opment.

(10) with respect to all units in the rental housing development.
requl re an annual budget in accordance with Section 7850.

(11) with respect to the ass1sted units in the rental housing develop
ment, require the return of all excesS rents to the Department, and

(12) govern the establishment. procedures for use. and tenns for
recapture of the occupancy reserve and surplus payment reserve. if any,
provided in Subsection 7834(d).
(1) All development agreements shall contain provisions which:

(1) require. pursuant to state or fedenl law. pa)'llent of prevailing
wage rates in the construction of a rental housing development.

(2) require. pursuant to stat;e or federal law. the lise Of affimative
action by hiring by all contractors and subcontractors involved in the
construction of a rental housing deve1o~nt.

(3) require. pursuant to state or federal law. such contractors and
subcontractors to provide employment and training opportunities for
building trades apprentices. and

(4) specify the building and property cOGes and. standards appl1
cable to the rental housing development.
NOTE: Authorlty cited: Health and Safety Code section 50737. Reference

Cited: Health and Safety Code Sections 50739, 50745. 50749, 50755, 50756.
50757. 50759, 50766-

7824. Develo~t Standards and Costs
(a) All rent~ousing developments shall confoMn to all applicable state

and local building codes, zoning ordinances, and general plan requirements.
If a locality approves an exception to such ordinan~es and requirements in
order to facilitate construction of a rental housing development. such a
development shall be considered to be in compliance with the requirements of
this section.

(b) To the maximum extent feasible, the units of a specific size and
nature available to assisted and unassisted households in a development shall
be alike in size. design and characteristics and such units shall not be
segregated.



(c) Amenities in the development generally must be limited ta those ~nich

are generally pravided in canventional housing of modest design In the area.
All amenities ~il1 be subject to strict scruti~ by the Department. The use
of energy-efficient eonstruction techniques or materials,-or more durable,
high quality materials to control or reduce maintenance, repair, or
replacement costs, ~ill not be considered an excess amenity.

(d) The standardS of this section shall be utilized by the Department in
applying priorities pursuant to Section 7804. '

NOTE: Authority cited: Health and Safety Code section 50737. Reference
cited: Health and Safety Code Seetion 50737

7826. Site Selection Criteria
Proposed project sltes must be certified by the applicant as .eeting the

following criteria:
(a) The site and neighborhood must be suitable for the type of housing

proposed.
{bj The site must be free from severe adverSe environmental or SOCial

conditions, or. such conditions must be mitigated when the housing is
completed.

(c) The housing must be acoessible to eaployment and to appropriate
social, recreational, educational, commercial and health services that are
typically found in mark:et-rate residential neighborhoods consisting largely of
unassisted housing.

(d) The project .ust not be built on a site that has occupiea residential
structures which would·be razed or from which reSidents would be permanently
displaced, or has had Such structures within the six months prior to applica
tion to the applicant.

(e) The project may not be built in an area identified as having special
flOOd hazardS unless the project is covered by flOOd insl/rance.

NOTE: Atrthor1ty citecl: Health and Safety COQe Section 50737. Reference
cited: Health and Safety Code Sections 50737, 50737.5

Article 4. Application Procedure and Review

7830; Prerequisites of Applications
(a) Prior to Submission of an' application to the Department, the sponsor,

or the local housing authority in the case of an application under the housing
authority development component, shall have site control of the site of the
proposed rental housing development.

(b) Where the proposed rental housing development is lik:ely to contain
more than fifty (50) assisted units, the applicant shall give the Department
advance notice of its proposed application. Such notice shell be given as far
in advance of the sublnission of the application as possible, but generally no
less than thirty (30) days before SUCh submission. Such notice shall not
constitute a pre-application, but is required to enable the Department to meet
its regional and other allocation quotas.

NOTE: Authority cited: Health .Jnd Safety Code Section 50737. Reference
cited: Health and Safety COde Section 50737

7632. Applications for Develo~ment Paxment
(a) Pre-applications and f1na appllcations by local ·finance entities and

local housing authorities are to .be made on the Department's application forms
.Jnd in accordance with the Request For Proposals and guidelines ta be issued



by the Department and shall be submitted in compliance with Department
i nstrutt; ons.

tb) ASsistance from the development payments account shall be used for the
purpose at reducing approved development costs of assisted units so that rents
in those units remain affordable to eligible households.

(tl The applicant shall provide all infornation required by the pre
applicat10n fo~. including but not limited to:

(1) evidence of eligibility of the-applicant, including information
required for certification under Section 78Z0,

(Z) evidence of eligibfJlty of the project for which the appl1cation
i.s made,

(3) evidence of the applicant's and sponsor's compliance with the
prerequisites for application in accordance with Section 7830,

(4) evidence of elig1bility of t~e sponsor (including certification
of capacity under Section 7810 of these regulations)·. or evidence of the
capability of the local housing authority,

(S) a description of the proposed rental housing development, includ_
ing the number and sizes of assisted and unassisted units, the nwaber of
struttures, lotation, atcess to amenities, and suitabl1ity of site,

(6) a site map inditating t~e lotation of the assisted and non_
assisted units,

(7) preliminary drawings of the assist!!d and non-assist!!d units,
(8) information as to th!! proposed construttion of the rental housing

development, including the general tontrattor's name and experience, if
known, lIIet~od of construction, incorporation of solar and ener!lY efficient
deSign features and systems, and ot~er special features,

(g) infomation as to the financial aspects of t~e rental housing
development, 1ntluding the anticipated auount and form of assistance
applied for, a general breakdown of development costs, antitipated sources
and te~ of financing, projected operating expenses, and a statement
indicating ~ow aSSistance under the Program ~ll be used to provide affor
dable rents to eligible house~o'd$ in assisted units and how the economic
lntegrity of the rental ~ousing development will be maintained,

(IO) information as to the planning aspects of the rental housing
development, including anticipated or actual cOlllpliante with the local
general plan and housing ele.ent. zoning, and access to utilities.

(II) a market analysis indicating the feasibility of the proposed pro_
ject in view of existing market factors. including housing deaand at com
parable rents. area housing needs and incoae levels, and regional and local
vacancy rates,

(12) information qualifying the applicant for consideration under any
of the priority factors included in sect10n 7804.

(I3} infonaation as to the projetted octupancy of the assisted units
(elderly, family. and/or handicapped),

(14) infonaat10n as to existing structures on the proposed development
site. and

(IS) any other information which the Department may reasonably require
to determine the eligibility or appropriateness of the proposed rental
housing development for assistance under the Program.
(d) Tlle applicant shall provide all infol'lliltion relluired by the final

application form, including but not limited to:
(I) a construction timetable and incorporation of prevailing wage,

equal opportunity and apprenticeship requirements,
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a set of architectural drawings including location, type and
energy system and provisions for passive solar design,
information as to the sources and terms of financing,
information as to access to utilities, services and employment,

,,'

(2)
desi gn of

(3 )
(4)

(5) any other infor-..ation which the Departlllent nay r-easonably require
to determine the eligibility or appropriateness of the ·rental housing devel_
OfOent for assistanc.e under the Prograll\,
(e) The applicant shall provide additional 1nfonmation before loan and

grant closing, including:
(1) a relocation plan, if necessary, ino::luding a program for imple

mentation pursuant to Sett1o" 7814,
(2) evidence of compliance or ability to c~ply with the California

Environment Quality Act, and regulations promulgated thereunder. and if
applicable, the California Coastal Act and other relevant state laws, and

(3) any other infonmatlon which the Department may reasonably require
to detenaine the eligibility or appropriateness of the rental housing devel
opGent for assistance under the Program.
NOTE: Authority cited; Health and safety Code Section 50737. Reference

Cited: Health and Safety Code Section 50737

and repairs;maintenance, inclUding decorating
vacancy reserve;
replacement reserve; and
rea 1 estate tiles;

7834. A~~l ications for Annuity. Funds
(a) App catlon for annuity fUnd pa~nts shall be made on the Depart

ment's application form and provide all required infol'lllation.
(b) When the Oepartlilent determines that llSsistance from the development

payments account 15 insufficient to provide affoni~le rents to el i910le
households in asststed units, assistance ~ be authorized from the annuity
fund.

(c) Annuity fund loan and grant closing shall be concurrent with
developdl@nt payrnent(s) loan and grant closing.

(d) Assistance from the annuity fund shall be used for the purpose of
reducing rent levels in assisted units so that rents in those units remain
affordable to eligible households. Such assistance shall be used to subsidize
approved operating costs of the assisted units. "Operating costs· means
reasonable and justifiable costs for the following it~s;

tI} management, including a management fee (which includes all in_
direct and direct costs of collecting rents and any salary or other payment
to an on-site manager). advertising. legal, accounting, and telephone;

(zl operations. including heating and lighting for common areas,
water, elevator maintenance, camaon area Aalntenance and supplies, garbage
and trash removal, payroll and payroll taxes, insurance,. janitorial
supplies, ground and drives gaintenance, extenninating. and office
Supplies;

(3)
(4)
(5)
(6)
(7) in the case of cooperatives, an occuJlancy reserve which shall be

for the purpose of providing downpayment loans to occupants of assisted
units within the cooperative; and

(8) in the case of cooperatives, a surplus payment reserve which
shall be for the purpose of reducing carrying charges to a household which
initially occupied an assisted unit within the cooperative and whose in~ome

exceeds the income li~its established by this Program.
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(e) Applications for payments from the annuity fund. in addjtion to other
information required by the Department. shall include:

(1) the anticipated amount of assistance required. based on cost
projections provided by the Department, and

(2) a description of how the annuity payments will be used for
eligible costs to reduce rents to ensure the affordability of assisted
units consistent with the fiscal integrity of the rental housing
development.
NOTE: Authority citecl: Health and safety Cocle section 50737. Reference

cited: Health and safety Code Sections 50738, 50748

7836. ~el1catlons For Management .Reserve Funds
(a) App(lcatlons for management reserve funds shall be made on the Depart

aent's application fot'll ancl provide all required infol'llliltion.
(b) Assistance frOlll the managl!lll!nt reserve account is available only to

defray unavoidable cost increases in maintenance, taxes. utility or management
costs, or charges for c~on area and services. in order to maintain afford
able rents in assisted units. Management reserve funds may be used only to
the extent that;

(1) the annuity fund payment projected for the development is in_
sufficient to provide rents that are affordable in the aSSisted un1ts,

(2) theN! are insufficient annuity funds or excess rent revenues,
," (3) the sponsor can substantiate that the need for such funds 1s the
resul t of unexpectedly low rent paylllE!nts. extraordi nary operati ona1
expenses. uninsured damages, or other extraordinary or unforeseen expenses
approved by the Department.
{c) Applications for assistance from the management reserve account. in

addition to other information required by the Department. shall include:
(1) the anticipated amount of assistance required and the basis for

the calculation of that auount.
(2) substantiation of the infonaation required by subdivision (b),

inclUding the jeoparqy to the flscal integrity of the development,
(3) infot'llation as to how the cost increases will result in unafford_

able rents in the assistecl units, and
{4) what measures the applicant and sponsor have taken to reduce

costs and to ~intain the fiscal integrity and affordable rents in the
future.
NOTE: Autnority cited: Health and Safety Code Section 50737. Reference

cited: Health and safety Code Section 50770

7838. ~lications For Feasibility Account Funds
(a) Ap~catlons for p~nts fr~ the feaslbl1ity actount snall be Made

on the Departaent's application form and shall provide all required informa_
tion.

(b) Assistance from the feasibillty account shall be available to defray
development costs or short-term operational costs of non_assisted units if tne
DepartJllent deterwines that:

(I) additional payments are necessary to ensure tneeconomic feaSi_
bility of the development,

(2) witnout additional payments the develOPQent could not or would
not be undertaken, and
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(3) sufficient funds are available to nake such payments anc! not more
than 101 of the Fund would be used for such payments.
(c) Applications for assistance from the feas1bility ~ccount. in addition

to other information required by the.OepiI.rtment, shall-include:
(1) the anticipated amount of assistance ~ulred and the basis for

tile calculation of that aJIOunt. and
(Z) substantiation of the information required by subdivision (b).

NOTE: Authority cited: Health and Safety C1lde Section 50737. Reference
Cited: Health and Safety COdl! Section S0738

7840. Staff Review of A~~lh:at1ons
{a} Pre_appllcations W1 be reviewed to determine if theY are complete,

accurate. and generally in COMpliance with this subchapter. The Committee may
establish application dates, prior to and subsequent to which no applications
will be accepted for processing.

(b) Program staff shall review all pre-applications to determine their
e1iSibility and the appropriateness of providing assistance from the Fund.

(c) In conducting its review, program staff shall. at a miniQ,lm:
(1) certify as to the capability of the local finance entity and the

sponsor. if any. in accordance with Sections 7820 and 7812.
(2) determine the priority of the pre-application under Section

7804,
(3) establish compliance with Section 7812(e) and Oepartment's

Statewide Housing Plan.
0(4) consider the allocation of assisted units throughout the state 1n

accordance with identified housing needs and Section 7816{b), and
(5) review other relevant information to ensure that tile application

complies with the requirements and intent of the Program.
(d) On the basis of its review of the pre_application, Program staff will

sublnt reCamA!nded pre-applications to the Committee for its consideration.
(e) When a pre-application is recommended to the Committee for review, the

applicant shall be notifieG of the recommendation and the date and time of the
Comnnttee hearing considering the pre-application. When I pre-application is
not re'COllIIIended to the Conmittef!.for N!view. the applicant shall be notified
of ,the negative ,recommendation of the pre_application, the reasons therefore.
the right to appeal the action to the 'Comittee, and method and timing of such
an appeal. .

(f) After conditional commitment, the staff shall review the final appli
cation to determine compliance with all conditions. Material noncompliance
With any condftion, lack of progress in fulfilling conditions. and other
material facts shall be reported to the Committee.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: Health and safety Code Sections 50737. 50737.5

7842. Commi,ttee Review Qf Applications and other Mlttera(a) The committee shall be'reSpOnsible for the revie~' an~ recommendation
of all pre_applications for assistance,' the allocations for assistance, the
allocation of program fundS between the co~onent accounts established by this
Subchapter, and Such other functions and auties as may be required by the
Di rector.

(b) The Committee shall operate and consist of ~ers as set forth in
Subchapter 1 (commencing ~ith Section 6900) of Chapter 5.5 of Part 1 of Title
25, California' Aaministrative Code.
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(c) In reviewing any matter under this SUbchapter. tile COllllllittee Sllal1
consider tile reCDlilllendations of Program staff; ttle application; anti
written or oral testimony. if any, fr~ the applicant the sponsor. Dr any
otller interested person.

(dl In its review, tile Conmittee stlall take into attount:
(1) compliance wittl this subchapter.
(2) rating with respect to priorities.
(3) Whether the provision of assistance to tile sponsor will result in

the ~ost effective and efficient use of available funds.
(4) the geographic distribution of assisted units ttlrougtlout tile

state in accordance witll identified tlousing needs.
(S) ttle allocation of assistance pursuant to Section 7ij16{b).

Whether approval of the costs of permanent financing as development costs
will redUte expenses to the Program over the life of the State Contract.
,"0

(6) whettler approval of the costs of permanent financing as develop
ment tosts will reduce expenses to the Program over the life of tile State
Contratt. and

(7) such other COnsiderations as are consisted wittl the tenns and
objettlves of the program.
(e) The Committee shall inform the Director in writing of its recommenda

t1.on. stating:
(1) that it recommends for conditional conmitment. postponed tonsid

eration of, or re~nded rejection of the pre-applitation. or take suth
other action with respect to other matters as is deemed appropriate.

(2) the conditions. if any. attathed to its recommendation for
conditional commitment or other directive or the reasons for its rec~

mendation for rejection or postponement of tonsideratton.
(f) The Committee. ln any reca.mendation of approval of any pre-applica

tion. shall specify a~ tenns, tonditions, or special reqUirements which are
not present in the pre_application, as well as ttle form, term, and timing of
assistance payments.

(g) The ~omafttee. in reviewing the progress of developments. amendments
of any agreements, or other actions permitted by ttle Program shall consider
all relevant and available information prior to making a recommendation to
amend, terminate, or otherwise effect an application Dr develo~nt.

NOTE: Authority cited: Health and Safety Code Settlon 50737. Reference
tited: Health and Safety COde Settion 50737

7844. Attion b the Director. and Re uest for .Reconsideration
(a) -Ttle D1 rector s , W1th n days 0 the tteetecOlllllen IItlon,

info~ the applicant 1n wr1ting of his/her decision stating:
(1) that the pre-appliclItion has been approved for tonditional

commitment and condition, if any, attached to the commitment.
(2) that the pre-application tlas been postponed by the Committee and

the date that it will be reconsidered or an explanation of the actions
netessary for it to be .reconsidered

(3) that the pre-application has been rejected and the specifit
reasons for the rejection.
(b) If the applicant is diSsatisfied with any action of the Director

regarding the disposition of the pre_application. it may within thlrty days
(30) of tile date of the Directors decision, request. in writing, a reconSider
ation of the decision, stating ttle items to be recons·idered and fully support
ing the grounds for the reconsideration.
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(c) With ~espeet to any request for ~econsideration pu~suant to sUbdivi
sion (b), the Directo~ shall:

{lj within twenty (20) days Of the date of documented ~eceipt of the
request hold an open hea~ing at which the applicant, sponso~, p~og~am staff
and any interested person may make o~al or written submissions as to the
action the Department should take, and

(2) within thirty (30) days of the date of documented ~eceipt of the
~equest notify in writing the applicant of the Di~ecto~'s determination of
the request.
(d) The Director's lletermination of the appeal shall be finlll.
NOTE: Autho~ity cited: Mealth and Safety Code Section 50737. Reference

cited: Medlth and Safety Code section 50737

7846. Disbursement§
(a) At the time of Department app~oval of a pre-application, the Depart.

ment shall ~ese~ve a sum of no mo~e than 120~ of the amount of assistance
approved for a specific development fo~ a period not to exceed one yea~. The
Department shall disburse funds to the local finance entity or housing author_
ity after clos1ng of the loan and execution of the state contract or any
amendment thereto, provided that all teMnS and conditions of the approved
application are &et, pursuant to the terms of the State contract.

(b) Upon receipt of fundS from the Department, the responsible dgency
shdll establish an appropriate project account and, pending further disburse
ments by the responsible agency, shall invest the fundS and remit interest
thereon to the Department at the time specified by the state contract. Funds
from the account shall not be disbu~sed for the development except as permitt_
ed by this subchapter and the state contract, developllll!nt contract, or
regulatory agreenent.

(c) With the written approval of the responsible agency the Oepa~nt may
disburse payments directly to the sponsor or its designee. Moweve~, the
responsible agency shall ensure thllt all conditions precedent to such payment
are to be met.

NOTE: Authority c1ted: Health and Safety Code Section 50737. Reference
cited:"· Health and Safety Code Section 5U737

A~ticle 5. Operations

7B50. Reporting
(a) The regulatory agreement bet_en the sponsor and the responsible

agency shall contain a requirement that the sponsor ~eport to the responsible
agency in a fOMll approved by the Department at least annually.

{bj The state contract between the responsible agency llnd -the Department
shall contain a requirement that the responsible agency monitor the rental
housing development and report annually to the oepart~nt in a form approved
by the Department. Each report shall deal separately with each rental housing
development for which the responsible agency is responsible and shall be
submitted to the Department no later than ninety (90) days after the beginning
of each fiscal year established for the rental housing development. The
report shall contain such info~tion as the Oepdrtment may requi~e, including
but not limited to:

(1) the fiscal condition of the tental housing development, including
an audited financi~l statement indicating surplus or deficits in operating
accounts and the amounts of any fiscal reserves,
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(2) the substantial physical aefects in the rental housing develop
ment. including a description of any major repair or aalntenance work
undertaken in the reporting year,

{3) the occupan~ of the rental housing development indicating
(Al the number Ind sizes of assisted units available to or

occupied by eligible households,
(8) the distribution of incornes of eligible households,
(el the ethnic groups to which eligIble households belong, and
(0) the numbers of eligible very low income and other lower

income households on waiting lists for assisted units.
(4) general management performance, including tenant relations and

other relevant information.
(e) The state contract between the responSible agency and the Oe~rtment

shall ~ontaio a requirement that no ·later than oinety (gO) days before the
beginoing of each fis~al year established for the rental housing development,
the responsible agen~y shall su~it to the Department a proposed bUdget for
ea~h rental housing development for whi~h such agen~y is responsible. Su~h

budget shall be io a form approved by the Department and shall include infor
mation as to proje~ted rents. operating expenses and utility ~osts for the
next fiscal year and ~arryin9 ~harges, in~luding ex~ess rents f~ the
previous fiscal year, and shall be ac~ompaoied by a request for use of annuity
fundS or an appli~ation for managemeot reserve or feasibility funds, if su~h

funds are required to maintain the fis~al iotegrity of the rental housing
deve1oprnent.

(d) The responsible agen~y shall ilnediately N!port to the Department any
a~tual or illlpending default by the Sponsor under the Regulatory Agreement or
deed of trust.

(el Ea~h rental housing development shall operate on a fiscal year
detenlined by the Department and spe~ified in the regulatory agN!ement.

NOTE: Authority cited: Health and Safety Code Se~tion 50737. R&feren~e

~ited: H@il1th and safety Code Se~tioo 50743, 50746, 50756. 50166
7852. Contra~t aod Agreement Amendments
(a) The Depa~ent May approve an ameoaneht to the state ~ontract to re

fle~t an change in development fuods only:
(1) to ~orrect SUbstantial errors by the Oepartaent, the Agency, the

lo~al finan~e entity or the local housing authority in the original pro
ee:ssing whl~h would other-w1se result in serious inequities.

(2) to reflect differing ~osts which result from new requirements
imposed by local government. the Department, the Ageo~y, local finao~e

entities, the lo~al housing authority. or federal agen~ies whiCh are
beyond the control of the owner, whi~h have been approved by the Depart
ment. and whi~h could not have been anticipated at the tiDe the state ~on_

tra~t was executed, or
(3) to N!fle~t differing COsts which result from a ~hange in ~oo

tra~tor whi~h is necessa~ be~ause the original tootractor beca~ bankrupt,
was terminated by the spoosor due to inadequate performance or abandoned
the job.
(b) ~ndments pursuant to subdivisioo (a) will be limited to the amount

ne~essa~ to ~over the spec1fi~ ~ost increase associated wtth the appli~able

item ~ited .in the request and limited to a pro rata share based on the portioo
of the differen~e attributable to the ~ssisted units. The Department shall
not authorize a ~~ange in funding until su~h time as the 10~al finan~e entity
or housing authority has approved a proportional adjustment io development
~osts for the non-assisted units.

_22_



(cl Amendments of the state contract and regulatory ~greement to increase
or decrease the amount of annuity fund payments and/or lncrease or decrease

the number of assisted units shall be fully supported by circumstances
requiring the adjustment. including the e~tent to which-_the cost changes were
wIthin the control of the sponsor. Such amendments shall be considered by the
Department concurrently.

(d) Other amenaaents of the state contract and regulatory agreenent to
change any tel"lllS of the approved application shall be fully supported by
circumstances requiring the amen~nt.

(el Requests for any amendments perqitted by this section shall be sub
mitted to the Department at least three wee~s prior to a Scheduled meeting of
the CtQllittee.

NOTE: Authority cited: Health and safety Colie Section 50737. Reference
citeli: Health and Safety Code sections 50746. 50756. 50759 •• 50765

71154. Tenant Occupancy Standards
(a) The regulatory agre_nt between the sponsor and the responsible

agency shall require standards for occupancy of aSsisted units. Included in
such stan~rds shall be the requirement that one bedro~ units shall be
assigned ordinarily to single person households only when there are no
efficiency units available.

(b) The general stanliards for determination of a tenant's unit size are as
follows:

Unit
Size
O-BR
I-BR2_"
3-BR
4-BR
5_BR

Minimum Mo. of
Persons in Household

1
1
2
4,
8

Maximum No. of
Persons in Housl!holli

1
2
4,
8

10

(c) Flexibility for assignment to a different sized unit is permitted if
Special Circumstances warrant such an assignment and its reasons are
documented in the tenant's file.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: Health and Safety Code Sections 50746. 50749. 50757. 50766

71156. Tenant Selection Procedures
The regulatory agreement between- the responsible agency and the sponsor sllall
require the development of tenant selection procedures which shall require at
least the following plans and prOCedures with respect to the selection and
admission of hOuSeholds applying to occupy assisted units and which. after
approval by the responsible agency. Shall form part of the regulatory agree
ment and be binding on the sponsor While the assistance r~nains in effect.

(a) An affirmative mar~eting plan shall be establiShed wnich must include
the following:

(1) Local residency requirements are prOhibited. Local residency
preferences are discouraged except 4S required by Subdivision [b).

(2) Policies to aChieve greater access to housing opportunities
created by the Program for all persons regardless of race. sex, III!Irital
status. color. religion. national origin. handicap. other arbitrary
factors.
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(3) in general, all ttle requirements of tile affirmative fair housing
marketing plan requl~d by Tftle 24 Code of Federal Regulations section
883.315 and the Affirmative Fair Housing Marxeting Regulations in Title 24
Code·of Federal Regulations section 2UO.600 et seq••:whether or not federal
assistante is recelved.
(b) A tenant preferance plan shall detal-] the manner in Which the housing

sponsor-will give preferenc:e in the renting of units:
(1) To tenants displaced .from housing by this or other government_

assisted housing developments or by other governmental actions or natural
df sisters.

(2) To families with dependent child~n for multi-bedroom unfts.
te) In the Cdse of cooperatives, the tenant selection plan and procedures

shall specify the selection criteria for membership, grounds for determination
of unsuitability and procedures for appeal. Selection and suitability cri_
teria shall not discriminate on the basis of race, religion, national origin,
language, sex, source of income, handicap, family ma~eup, or any other
arbitrary factor.

(d) The sponsor shall advertise and solicit applications from potential
tenants in accordance with the approved mar~eting and selection plans.
Applications shall be in a form approved by the Department and .sha11 be
available for examination by the responsible agency.

(el On receipt of the application, the sponsor shall determine the
eligibility and, in the case of cooperatives, the suitability of the household
under this subchapter; verify the info~tion supplied by the household in the
application; and certify the income of the household for the purpose of
aetermining the rent affordable to such household pursuant to Section 7~06.

(f) If the sponsor deteMllines that the potential tenant is eligible
and, in the case of cooperatives, suitable, the sponsor shall promptly so
notify the potential tenant of eligibility ana, based on turnover history,
when a unit ~y be available.

(g) If the sponsor determines that the potential tenant is not eligible
or, in the case of cooperatives, unsuitable to occupy an assisted unit, the
sponsor shall promptly notify the potential tenant in writing stating the
reasons for such determination and the procedure for appeal pursuant to
Section 7862.

(h) The sponsor shall COMPile an initial list of eligible households
applying to occupy assisted units. Such a list will indicate whether SUCh
households are very low income households or other lower income households and
after separating households into preferences pursuant to Subdivision (b),
shall place households in such groups in an order of priority determined by
lot or another method approved by the DepartQent. After initial tenancies,
the priority shall be established in order Of application, except that tenants
entitled to preference shall receive preference over non-preference house_
holds.

(i) The sponsor may refuse to place an eligible household on the Jist
required by subdivision. (h) or remove such household from such list if the
sponsor determines that such household has unreasonably provided false
information in its application, or has, in the two years preceding the
application, been evicted by a court of l~w on more than one occasion on
grounds which were consistent with Section 786~(b) or, in the case of
cooperatives, on the grounds of unsuitability. The sponsor may not use status
criteria including but not limited to source of income or marital status in
determining eligibility. A potential tenant refused a rental unit or a place
on a waiting list shall be notified in writing stating the reasons for such
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detenmination and the procedure for appeal of this decision pursuant to Section
785Z.

(j)_ As assisted units become available, the sponsor shall offer them for
occupancy by eligible households in accordance with the application date and
with the requirement for occupancy by different income. levels pursuant to the
provisions of the regulatory agreement.

(k) Notwithstandfng the provisions of tbis section, the Department may
permit to be incorporated in a regulatory agreement such other tenant
selection and occupan~y standards as it considers necessary to ensure the
fiscal integrity of the project, to ensure an adequate economic mix of income
groups, or to require other reasonable standards where the nature or location
of the rental housing development requires SUCh standardS.

MOTE: Authority cited: Health and Safety Code Section 50737
Reference: Health and Safety Code Sections 50746, 50749, 50756, 50766

housing deve1_
housing devel_
Department,

rental
rental
by the

7858. Lease and Occupancy Procedures
(a) Each househola selected to occupy a unit in the

opment Shill enter into a lease with the sponsor of ttle
opment. Such a lease Shall be a standard form approved
including but not limited to the following terms:

(1) a tenancy from year to year, with a provision allowing tne tenant
to terminate the tenancy on thirty (30) days written notice to the
sponsor or, in the case of cooperatives, terms to be approved by the
Oepa rtlllent ,

(Z) tenaination provisions in co~pliance with Section 7860.
(3) provisions relating to the annual recertification of the income

of the tenant in an assistea unit in accordance. with this section,
(4) provisions relating to security, cleaning and other deposits in

accordance with law, and in the case of cooperatives, the downpayment,
(5) provisions requiring notice of approved rent increases pursuant

to Section 7864.
(b) In the case of cooperative ownerShip, tile sponsor shall have

provi~ions for downpayments in accordance with the following;
M (1) Downpayments as applicable to very low income households Shall

not exceed 2.5 percent of the prorated deve1o~ent COSt for the unit, plus
the equity appreciation at a rate approved by the Department.

(Z) Tbe avera~e downpayment applicable to all eligible housenolds
Shall nat exceed l.5 percent of the prorated develo~ent cost for the unit,
plus the equity appreciation at a rate approved by tnt Department.-

(3) Downpayments as applicable to other lower income housenolds Shall
not exceed 3. 5 perCent of the prorated developnient cost for the unit, plus
tne equity appreciation at a rate approved by the Department.

(4) The required cash contribution to be paid by an eligible housenal
toward the downpayment at or before occupancy shall not exceed ten percent
(lOS) of.the household's inc~ over the preceding twelve (IZ) monthS.

(5) The cooperative may issue the tenant a loan equal to the
difference between the downpayment and the casll. contribution. Tne termS
for s~ch loan Shall be approved by the Department, but in no case shall the
total payments made during the year exceed the greater of ten percent (lO~)
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the upper limit for lowel" income households, the tenant
(A) Shall from the date of recertification pay rent equal to

twenty five percent (25i) of the tenant's income including an
allowance for utilities, and

(B) Shall have a r1ght of first I"efusal where provided fOI" in
the regulatory agl"eement for a~ .appl"opl"iate-sized. non-assisted unit
in the rental housing development Which becomes vacant within si~ (6)
months of the date of recertification or their own unit if an
appl"opMate-sized, non_assisted unit becomes occupied by an eligible
household within six monthS. Where mol"e than one tenant has such a
ri ght of fi rst l"efusa1 the priol"ity of each tenant's I"i ght of refusal
Shall be determined by lot, and

(e) shall be I"equired to vacate the assisted unit no latel" than
si~ (6) months from the date of recertification if the tenant's
continued residency would cause a reduction in the n~ber of assisted
units occupied by eligible households in the development.
Where the tenant in an assisted unit was a lower inco~ household
a very low incole household ~nd on recertification the tenant's

of the ol"i gi na 1 loan amount 01" one month's cal"r-yi ng chal"ge detenni ned at the
most I"ecent Income l"ecertificat10n.
(c) The sponSOI" may establish l"easonab1e l"u1es of conduct and occupancy

which shall be in wl"iting, and given to each tenant,. and effective 30 days
aftel" any amendment thel"eof.

(d) With I"espect to tenants of assisted units, the tenant's income
shall be I"ecertified once each yeal" in accol"dance with the following
pl"ocedure:

(1) The sponsol" shall notify the tenant in wl"iting thil"ty (30) days
in advance 0 the impending recertification, I"equiring the tenant to submit
to the sponsol" a dec1al"ation of income within 30 days in a fonm approved by
the Depar~nt; and

(2) The sponsol" Shall verify the accuracy of the dec1al"ation, certify
the tenant's income accol"dingly and notify the tenant in writing of the
certification and any resultant changes in the tenant's I"ent and right to
occupy an assisted unit pUl"suant to SUbsections e, f, g. and h, and the
tenant's I"ight to appeal such detenmfnations pUl"suant to section 7ij62.
(e) Whel"e the tenant in an assisted unit ·was a very low income

household and on recertification the tenant's income e~ceeds:

(1) fifty percent (5~) of.the area ~dian income adjusted fOI" family
she but not the uppel" liAlit for lowel" income households, the tenant's rent
Shall be set no higher than twenty five pel"cent (251) of the tenant's
inc~ including an allowance for utility costs in accordance with Section
71106.

rz>

If,
but not
incCHlle:

(l) falls below fifty-one percent (51~) of the area median income
adjusted for family size. the tenant shall pay r-ent pUl"suant to Section 7806
(c) (1). When a vacancy occurs in an assisted unit in the r-ental housing
development occupied until such vacancy by a household with an 1ncOQe equal
to or less than fifty percent (501) of the ar-e" median income adjust for
famrily size, the tenant's rent shall be reduced to the amount set forth in
Section 7806(b}.

(2) e~ceeds the upper limit fOI" lower income households, the provi
sions of subdivision (d)(2) shall apply.
(g) In case of cooperatives where the tenant in an assisted unit was a

very low income household and on recertification the tenant's income e~ceeds:
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(1) fifty percent (50i) of ttle area fIled.ian incOOle ad.justed. for family
size but not ttle upper lillllt for lower income lIousellolds, ttle provisions of
78SS(e) (1) stlall apply.

(2) the upper lilllit for lower income tlouseholds but not in excess of
ttle ninty percent (90i) of ttle area median income adjusted for family size,
ttle tenant stlall .frO& ttle date of recertification pay carrying cnarges
equal to thirty-five percent (JS~) of the tenant's incOle including an
allowance for utilities.

(3) ninty percent (gin) of ttle area lIIedhn income, adjusted for
family size. the tenant:

(A) stlall from the date of recertification pay a carrying ch.(Irge
equal to thirty-five percent (JS~) of ttle tenant's income including an
allowance for uti1itles but not to exceed ttle carrying ctlarges of a
nonassisted unit.

(B) Shall tlave a rigtlt of first refusal where provided for in the
regulatory agreement for any appropriate_sized, nonassisted unit in

ttle cooperative whiCh becomes vacant within twelve 1lI0ntlls of ttle date
of recertification. or their own unit.

(C) stlall after twelve monthS pay carrying charges equal to the
carrying Charges for a equivalent nonassisted uni~

(h) In ttle case of cooperatives Wtlere the tenant in an assisted unit was a
lower income household and on recertification the tenant's inco~e:

(1) falls below fifty-one percent (SI~) of the area median income
adjusted for falllily size. ttle provisions of Section 78S8(f}(I} Shall
apply.

(2) exceeds ttle upper li..it for lower incollle households but is less
than ninety percent (gin) of the area median adjusted for family size. the
provisions of Section 7858(g)(2) shall apply.

(3) exceedS ninety perCent (gin) of area median adjusted for family
size. ttle provis10ns of Section-7858(g) (3) shall apply.
(i) In ttle case of cooperatives where an existing member occupying an

assisted unit exceeds nin~ percent of ttle median incOQe. the next comparable
available unit shall be Qeemed an assisted unit.

(J) Except as specifically set forth in ttlis suhchapter. leases and
landlord_tenant relationShips shall be subject to California law.

NOTE: Auttlority cited: Healttl anQ Safety Code Section S0737. Reference
cited: Health and Safety Code Sectlons 50746. 50749, 50756. 50761

7860. Ternination and Eviction
(a) Atenancy in l unit in a rental housing development may be terminated

wittlout ttle termination being deemed an ev1ction under ttle following
circumstances:

1
1) death of the sole tenant of a unit.
2) by the tenant at ttle expiration of a term of occupancy.

1
3) by abanQonment of the premises by the tenant, or
4) wittl respect to a tenant of an assisted unit, by a failure to

maintain financial eligibility pursuant to Section 78S8. providing the
sponsor gives the tenant 60 days written notice of such termination.

Any termination ·of a tenancy Dther than those listed in this subdiviSion shall
Constitute an Mevittion" and shall be effected only pursuant to ttle remaining
provisions of the section.

(b) The sponsor stlall not evict any tenant in violation of CalifDrnia law
and only upon the following grounds: material nonco~liance with the lease.
material failure to carry out obligations under state law. or any ottler good
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~duse which ~y include the refusal of II family to accept an approved modified
lease. -Material noncompliance with the lease" inclUdes one or more
substantial violatIons of the lease or habitual minor violations of the lease
\fin; c;ll:

(l) disrupt the lhability of a building.
(2) adversely affect the health or safety of any person or the right

of any tenant to the quiet enjoyment of the leasea premises lind rel.!ted
fact 1ities.

1
3) interfere with the ~na9ement of the building, or
4) lillve an adverse financial effect on the Duilding. Rent shall be

due on the first day of the rental period but will not be late unti1 the
sixth day of that period. Mon_payment of rent or any other financial
obligation IInder the lease after a three-day notice to pay fent or quit
will constitute material noncompli,nce with the lease., but payment during
such a period will constitute a minor violation.
(c) Notice of termination or eviction shall be provided to the tenant

pursuant to law, e~cept that such notice shall contain in addition to other
required info~tjon, a statement of the facts constituting cause for eviction
and the right of a tenant to a hearing pursuant to Section 7B6Z if a request
for hearing is provided within the tiae permitted by the eviction or
termination notice. If a hearing is requested within 10 days after service of
a three day notice to pay rent or quit, that notice shall not be operative
until three days after a final decision is rendered in the heuing. No
hearing shall be required if an eviction is noticed pursuant to Section
1161(4) of the Code of Civil Procedure.

(d) The procedure for eviction shall be pursuant to law, except that
hearings pursuant to Section 786Z lIIay be interposed ujXln timely request by the
tenant.

NOTE: Authority cited: Health and Safety COde Section 50737. Reference
Cited: Health and Safety Code Sections 50746, 50749, 50756, 50757

786Z. Appeal and Grievance PNicedures
(a) Each sponsor shall sub.it, together with its affirmative ~r~eting

program, proposed appeal and grievance procedures for resolving complaints by
the sponsor concerning the sponsor's tenants and by its present or prospectiVe
tenants concerning the sponsor or the sponsor's other tenants. The proposed
procedures shall be revlewell by and be subject to the approval of the Depart
ment, Which shall require such modifications as ~y be necessary and appropri
ate. The procedures shall inclUde feaSible informal and formal mechaniSms for
dispute. resolution as are appropriate given the nature of the housing sponsor,
the sile and nature of the Qevelopqent, and the characteristics of the tenants
(including English language fluency). Where appropriate, the procedure shall
provide that unresolved grievances or additional appeals shall be directed to
the responsible agency for review and recommendation. The Department shall be
the final authority for purpose of interpretation of the requirements of the
Progrillll. upon a written request for interpretation.

(b) A written copy of the approved grievance and appeal procedures shall
be given to each tenant at the time of admission and thereafter as changes are
approved, and to each prospective tenant upon .rejection.

(c) Any grievance, including a contractual dispute, of a·sponsor with
another sponsor or its responsible agency shall be addressed first with the
executive officer of that agency. If the matter is not resolved to the
satisfaction of the sponsor, it may be addressed in writing to the Director of
the Department.
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(d) At a minimum, the tenant appeal and grievance procedure must include
the following:

_(1) Oral or written request for infonnal heartng written a reasonable
time after the Dasis for appeal or gMevance arose;-

(Z) A prompt infOl'llldl hearing and written decision to the tenant
including the right to a formal hearing;

(3) Oral Dr written request for a formal hearing within a reasonable
time after such a request and before an impartial person jointly selected
b.Y the sponsor and tenant. If they cannot agree on such a person, each may
appoint a representative who, together, shall appoint a third person who
shall comprise the hearing panel.

(4) The hearing be lIeld in a manner to ensure fairness and the
provision of basic safeguards of due process after at least three days
written notice to the parties. The decision slllll be based solely on a
preponderance of evidence presented at the hearing.

(5) If the tenant or sponsor fails to appear at the hearing, the
hearing officer or panel may, in its discretion, either postpone the matter
for no more than five days or make a determination tllat the absent party
waived the right to the hearing,

(6) Within two weeks of the r@quest for the hearing, the hearing
officer or panel shall prepare a written decision to be sent to the
sponsor, tenant, responsible agency and Department.
tel If the hearing relates to an eviction or termination, in addItion to

the requirements of subdivision (d), the procedure must include a requirement
that the housing sponsor must first make a showing of "good cause" for
eviction and lIlIst thereafter susuin the burden of proof lIS to that issue.

(fl Meither utilization of nor participation in any of the dispute
resolution proCedures in this section shall COnstitute a waive of, Dr affect
in any IIlanner whatsoever, any rights the tenlnt. prospective tenant, or
sponsor may have to l trial de novo Dr judicial review in any judicial
proceedings which may the~after be brought in the Ratter.

NOTE: Authority cHell: llealth and Safety Code Section 50737. Reference
cited: llealth and Slfety Code sections 50746, 50749, 50756, 50767.,

7864. Rent Increase. Procedures
(a) With respect to assisted units:

(1) Base rents shall be adjusted within 60 days following adjustment
of cost of living increases pursuant to section 11463 of the Welfare and
Institut10ns COde and publication of new· area median incomes by the
Department, and utility cost lldjusUlents Shlll be made pursuant to SectiOn
7B06. A 3D-day notice of utility lllowance or b,se rent change shall be
given to the tenant prior to th effective date of such an increase or
decrease.

{Z} Following completion of recertification of tenant income, a
30-day notice to the tenant of rent increase or decrease must be given
prior to the effective date of such an ldjustment.

(3) Prior to any change in the rent, the sponsor shall notify each
tenant, in writing, of infonnal meetings whh the sponsor to discuss the
rent rate changes.
(b) With respect to non-assisted units the sponsor shall comply with all

requirements specified by the responsible agency concerning rent adjustments.
NOTE: Authority cited: Health and Safety COde Section 50737. Reference

cited: Hel1th and Safety Code Sections 5W749, 50759, 50767
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7866. Return on lnvespaent
(a) A sponsor wlllCh is not a nonprofit corporation or a governmental

agency shall be entitled to distribute earnings in an annual amount not to
exceed s1x percent (51) of the sponsor's actual investment in , rental hOusing
development.

(b) Notwithstanding subdivision (a), the Committee may authorize such
sponsor to distribute earnings of an amount greater "than six percent (6';) but
not to exceed ten percent (10';) on , family rental housin9· develo~nt if it
determilles:

(1) th,t without the allowance of SUCh greater r,te of return the
Department would not be able to comply with the requirements of SectiOn
60735 of the Code, and

(2) that such greater rate of return is reasonable taking into
account all tile circUlllStances of the rental Ilousing development.
(c) At a time to be detennined by the Deplrt.lnent, the responsible agency

sllal1 certify to tile Department as to tile amount of the sponsor's investment
on Which the allowable return will be calculated. Such amount shall include
the sponsor's actu,l investment in the rental housing development, other than
any unaccrued liabilities of the sponsor.

(d) The funds for return on investBent may be distributed to owners only
at the end of each fiscal year as detenQined in the regulatory agreenent
and after all project expenses have been paid, or funds set aside for their
payment; all reserve requireaents have been met; and excess annuity payments
and rents have been recaptured. Any shortfall in return on investment may be
made up from surplus project funds in future years.

(e) The provisions of this Section do not ,pply to sponsor's return on
investment under the rights of occupancy component.

tiDTE: Authority cited: flealth and Safety Code Section 60737. Reference
cited: Health and Safety Code Section 60746

7868. Maintenance and Management
(a) With respect to all units 1n the rental housing development, the

sponsor is responsible for all management functions ·(including selection of
tenants, recertification of family incones, evictions and other terminations
of tenants, and collection of rent) and all repair and maintenance functions,
including ordinary and extraordinary maintenance and replacement of capital
i terns.

(b) The standard of-eare under this section shall require that the units
and common areas De aaintained as required by local health and ~ui1ding or
housing codes, that this subchapter be fully complied with. that the security
of the State's interest not be endangered, and that the objectives of the Pro
gram be met.

(c) Witll the approval of the responsible agency and tne Department, the
sponsor may contract with a private or public entity for the performance of
the services or duties required in subdivision (a). However, such an
arrangement does not relieve the sponsor of responsibility for proper
performance of these duties.

(d) The sponsor shall develop a management plan to be approved ~ the
responsible agency and the Department. The plan shall include the following:

(1) The role and responsibility of the sponsor and its delegations of
authority to the managing agent.

(2) Personnel policy and staffing arrangements.
(3) Plans and procedures for publicizing and achieving early

occupancy.
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(4) Procedures for determining tenant eligibility and for certifying
ilnQ recertifying incOIIes.

(5) Plans for carrying out an effective maintenance ilnd repair
program.

(6) Rent collection policies and procedures.
(7) Program for ~alntafn1ng adequate accounting records and handling

necessary forms ilnd vouchers.

1
8) Plans for tenantoilllanagement relatlclns.
9) Soth] service programs. if any.

(Ill) Managl!lllent ilgreelllent.
NOTE; Autllority cited: Health ilnd Safety Celde section 50737. Refer!!nce

Cited: Health and Safety Code Sections 50737, 50758

7870. Transfer. Foreclosure. Breach. or Termination of Assistance
(a) If the sponsor lntellds to sell or tonvey the rental fIouslng develop_

ment, express, prior. written approval of both the local finance entity and the
Department is required and may be given provided that the following terms
Shall be incorporated:

(l) The successor in interest to .the grantor agrees to assume the
obligations of the grantor relating to the Program.

(2] The successor in interest is an eligible sponsor and d~onstrates

that it can successfully own and operate the rental housing development.
(b) If the payment of development assistance is accomplished by way of

loan, a deed of trust securing said loan Shall provide, among other things,
that the responsible agency, upon default in payment or conditions of the loan
by the sponsor under the tenas of the deed of trust and in the responsible
agency's discretion, either may declare all sums secured thereby immediately
due and payable by e~ecuting and recording or causing to be executed and
recorded a notice of default and election of ·sale or by commencing an appro
priate foreclosure action. In addition, upon the occurrence of a default, the
responsible agency ~y, in person, by agent or by receiver appointed by a
court enter upon and take possession of the rental housing development, col_
lect,all rents, and perfom any acts necessary to maintain or operate it, in
sucn··a manner as to not cause the default of a superior creditor or the ces~

sat10n of any other subsidies.
(c) If the payment of development assistance is accomplished by way of

grant, the responsible agency. at its discretion, may demand repayment of the
grant less an amount equivalent to the value of prior use of the premises or
see\: enforcement by proceeding at law andlor in equity, at the option of
the responsible agency, against any pers~n or persons or entity v101ating or
attempting to violate any convenant or condition of the regulatory agreement.

(d) Prior to taking any action under subdivisions (b] or (c), the
responsible agency shall:

(1) provide the sponsor with 30 days written notice of the breach or
default, and seek and encourage correction or compliance,

(2) provide the Department 14 days written notice of the breach and
then the intention to foreclose, default, or litigate, and

(3) obtain Department approval for the action intended, which
approval shall not be unreasonably withheld.
(el In the event of foreclosure or forced sale, the purchaser shall tilke

title subject to these conditions and limitations.
NOTE: Authority Cited: Health and Safety Code Section ~0737. Reference

cited: Health and Safety Code Sections 50746, ~07~5. ~0765
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Article 6. CHFA Developments

7871. C0IIIlI1ttee AiJvite and Actions
(a) -Excepting suDllivis10n (bj and Section 7871;1(0), projects processed

under the authority of this article shall not be SUbject to the provisions of
Subchapter 1 of Chapter 6.5. cOrmlenc;n!! with section 6900. However, the
Committee shall be constituted as set forth in Section 6902(,) and may provide
advice to the Director with respect to the tompliance of the application with
program objectives and nequirements. The Coamittee's advice may include a
recommendation to approve, approve with conditions, or reject the application.

(bj In addition to the pawer of review and recommendation set forth in
section 7878(d). the Committee may recommend denial of a~ action Or decision
by the Director within 45 d~s of tnat decision or at the next Committee
meetinS at wnich time the ~tter can be properly included in the aSenda
whichever comes first. Such actions or decisions which are properly w1thin
the scope of review shall include. but not be limited to:

III the preparation or dissemination of the allocation plan.
2 the establishment of the return on investment of any sponsor.

(3) the terms of commitQent or disbursement of funds to the Asency.
(4) the approval of and amendments to the Interasency Agreement or

other agreenents with the Agency affecting the operation of the Program.
NOTE: Authority cited: Health and Safety Code Section 50737. Il.efe~nce

cited: Health and Safety Code Section 50737

7872. Site Selection
Proposed development sites must be certified by the Agency as meeting the

following criteria:
(a) The site and neighborhood must be suitable for the type of housing

proposed.
(b) The site must be free fr~ severe adverse environmental or social

conditions, or such conditions must be mitigated when the housing is
cOlllJlleted.

(c) The housing must be accessible to employment and to appropriate
social. recre.ational. educational. conmercial and health services that are
typically found in IIIilrXet-rate residential neighborhoods.

(d) The project must not be built on a site that has occupied residential
structures or has had such structures within the six ~nths prior to
application to the applicant.

(e) The project l:\lIy not be built in an area identified as having special
flood ha~ards unless the project is covered by flood insurance.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: Health and Safety Code Sections 50737, 50737.5

7874. Oevel0!T!nt .Standards and Costs
(a) All rentahouslng deVelOplllents shall confOrJII to all State and local

building codes, zoning ordinances. and general plan requirements.
(b) A project must not separate. segregate or otherwise physically d1$

tinguish assisted units from non-assisted units.
(cl Amenities in the development generally must be limited to those which

are generally provided in unassisted housing of 1llOdest design in the area.
All amenities will be Subject to strict scrutiny. The use of energy_efficient
construction techniques or materials. or more durable. high quality materials.
to control or reduce Iliai ntenance. repai r. or repl acement costs wl11 not be
considered an excess arrenity.
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(d) Tne standards of this settion snall be utilized by the Agenty in
applyingl'riortties pursuant to settlon 7876.

NOTE: Authority cited: Kealtn and Safety Code Section 50737. Reference
~ited: Health and ~fety Code'Sectin 50131

1876. Interagency Operating Asreement
The Oepartment and the Agenty shall enter into an Interagency Operating

Agreement ~Ilicll sllall speclfy their respective obligations. Tile Interagenty
Operating Agreement shall include, but not be limited to. the following
t terns:

(a) The Department shall establish an allocation plan which Shall provide
the Department with a methanism for balancing the Program's requirements While
prov1l1ing flexibility to the Agenl;:y to seek to balance its overall production
in order to meet its statutory requirements. The plan. prepared at regular
intervals by the Department. shall establish allocations for the number. type.
geographit distribution and other relevant criteria of assisted units to be
sulll1litted to the Department for ..pproval ~ithin a spetified period.

(b) In aCtOrdance with the allocation plan, the Agency sll..ll. on a
project-by-project b..sis, select projects after considering the progra,. pri
orities ..nd their consistententy with other Progra~ requirements and
objectives.

(c) The Dep.. rtment and Agency shall specify the ~ans by which the Depart~

ment. may enforte the breach of any Agreement between the Agenty and a
sponsor.

(d) The Agency and Department Shall agree to a method of resolving any
differences of opinion as to the requir~nts. objectives. or intent of tile
Program.

(e) Tile Department shall agree to set aside forty percent (4ln) of tile
moneys in the fund as· of July 1. 1980. to assist rental housing developments
financed by or through the Agency. Such funds shall be approved for expendi_
ture by application approval witllin two (2) years after ,promulgation of the
inttial allocation plan; funds remaining at that time shall become available
to local finance entities. Ilousing authorities. or tile Agenty on an equal
basis:"

(fY ·Prior to a~ disbursement of funds to the Agen~, tile Agen~ and
Depart.ent shall enter into a state contract for eath de¥elopnent in accor_
dance with Section 1882. Tile state contract shall be recorded or referented
in the office of the county recorder as set forth in Section 7882{e).

(g) At the time ·of Department apprnval of an application, tile Department
sllall transfer to the Agen~ a sum equivalent to 120: of the amount of
assistance approved· for a specific development, or such lesser amount as re
quested by tile Agency. Witllin one year thereafter unless an extension is
granted by the Departlllent, the Agen~ shall fund the loan for the develOp!ll!!nt;
if the loan is not funded witllin the approved teMa, the sum and all interest
~ollected thereon Shall be transferred to the Department.

(h) Upon receipt of tile funds from the Department. the Agency shall
establiSh an appropriate project account ·and. pending disbursements by the
Agency, sllall invest the fundS in an interest-bearing actount or security.
Funds from tile account shall not be disbursed for tile development except as
permitted by this subchapter. the Interagency Agreement. and tile state
~ontract.

(i) The Agency may apply to tile Department for funds not to exteed an
emount proportionate to its set-aside from the feasibility account and the
management reserve attount pursuant to the procedure set forth in Section n!71l
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e~cept that the application shall contain only that information reasonably
required by the Department and relevant to the specific application.

{jl The Agency and Department Shall agree that a~ excess funds returned
to or retained by the Agency shall be promptly returned:to the Department for
deposit 1n the Agency set-aside.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: Health and safety Code Sections 50739, 50740

7876. Appl1cation Prllcedure
(al Subject to the Program and the allocat1on plan, after the Agency has

approved (I site for a proposed project. it IIlaY ilpply to the Department re_
questing authority to set-aside moneys to assist the project.

(b) The application shall consist of:
(1) a description of the proposed proje~t in~luding the number and

size of assisted units,
(2) a des~riptlon of the amount and form of assistan~e requested and

an assuran~e that the assisted units will be made affordable,
(3) a certifi~ation that the sponsor is ~apable of meeting all other

responsibilities ne~essary to develop, ~onstruct, market. and manage the
projett in a manner consistent with the goals and requirements Of the
Program,

(4) a des~ription of special ~onstru~tion techniques and energy
effi~ien~y ~hara~teristi~s, if any,

(5) ~ertifi~ations that the proposed proje~t will be ~onsistent with
local planning requirements,

1
6} certifi~ation that the proje~t will be e~on~ically feasible,
7) a certifi~ation that the proje~t ~omplies with. ttle appropriate

allocation plan, and
(8) an e~planation of the extent to whi~h the proposed projett

qua \ i f1 es under the pri orn1 es of the Program,
(~) Upon SUbmission of the appli~ation to the Department, the Department

shall review the application and ac~ept as corre~t ~ statement 1n the ap·
pli~ation unless the Depa~nt has substantial reason to question the ~om

pleteness of the application or the ~orrectness or ~ompleteness of any element
in the appli~ation, When the Department so questions, it shall promptly
notify the Agency, and the Agen~y may provide additional documentation to the
appli~ation or in support of any element thereof. When the Agency provides
su~h documentation, the Department ~Il act in ac~ordance with the Agen~y's

judgment or evaluation and may not deny the application unless the Department
determines that the appli~ation or any element thereof is not ~omplete or is
dearly nat supported by the facts. If the Agen~y does not provide additional
do~umentation, the Department shall tale its a~tion based upon the information
and ~ertifications alrea~ provided. In addition to the review set forth 1n
this subdivision, the DepartMent shall determine whether the propOSed develop_
ment complies with the lo~al housing element or extension thereof; su~h a
determination shall be required for approval.

(d) The Agen~y shall submit ea~h appli~ation according to a schedule
established by the Department. Within 35 days after each such submission, the
Director shall notify the Agency and Committee in writing that the application
is:

(1) approved.
(2) approved only if specified defiCiencies are corrected and the

Department re~eives amendments to the application necessary to correct the
deficiencies within a specified time, or

_34_



(3) not approved with a statellent of the reasons for disapproval.
The Director's decision shall be valid unless within 45 d~s or at the next
Comt1ttee meeting at which the IllItter can be properly .included in the agenda
whichever occurs first, the COIIIIIittee reviews and reccamends denial of any
aecision on an application by the Director. excluding appeals. Such a rec~

~ndation shall be deemed to be a denial of the application.
(e) If tne Agency is clissatisfied with the denial of its appliclltion. the

reduction of the amount applied for, actions pursuant to Section 7871, or any
conditions attached to the approval of its application, it ~~, within thlrty
(jays of the date of thedec'tsion, appeal in writing to the Director of the
Department. stating and fully supporting the grounds of its appeal.

(f) If the Agency appeals to the Director pursuant to subdivision (el. the
Di rector shall:

(1) within twenty (20) days of the date of documented receipt of the
appeal hold an open hearing at which the Agency. sponsor, program staff and
a~ interested person may ma~e oral or written submissions as to the action
the department should ta~e with respect to the application, and

(2) within thirty (3D) days of the date of documented receipt of the
appeal notify in writing the Agency of the Director's determination of the
aPpeal.

The Director's determination of the appeal. shall be final.
NOTE: Authority cited: Health and Safety COde Section 50737. Reference

~ited: lIealth and Safety COde Sections 50737, 50745

7880. Financing
(a) PrOJects assist~ pursuant to the Interagency Operating Agreement

shall utilize below mar~et interest rate financing consistent with the
objectives of the Program and acceptable to the Departalent. SUch financing
shall be on terms and conditions set forth or approved by the Agency and may
be for construction loans and/or pennanent eortgage loans.

(b) With respect to each project assisted pursuant to this Article. the
Agency shall employ such methods. techniques, investigations, tests. analyses.
studies and evaluations which in the Agency's judgment, are necessary to
assurit that the projects proposed for assistance meet· the objectives and
requirements of the Program. and are substantially consistent with the
approved application.

(c) The Agen~ shall establish such accounts as it d~s necessary to
comp ly with the requi rements of the Program.

'MOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: Hedlth and Safety Code Section 50737

7882. Contracts and Agreements
All developments flnanced By the Agen~ shall be governed by contracts

and agreements. including but not lilllited to:
(al a state contract which shall contain. at a ~inimum. provisions which:

(1) describe how the assistance under the Program will be used to
ensure that each assisted unit will remain available to Dr occupi·ed by
eligible households for a period of not less than thrity (30) years or the
term of the below ~r~et interest financing, if any. whichever is greater,

(2) specify the amount. ~nner. terms, ,and timing of p~ents by the
Department and the Agency under this contract dnd the Agen~ and sponsor
under the regulatory agreement or assistance payments contract. as
appropriate. so as to ensure the economic feasibility of the rental housing
development and to protect the interests of the State.



specify all tenns and conditions of the application approval,
specify the requireDents for reporting in accorda.nce with Section

(Jj
{4 }

7884,
'(5) provide that the terms of such agreements, as they affect

the assisted units, shall be binding upon the successors in interest to the
parties tllereto.

(6) establish that the terms of repayment of excess funds and rental
payments by the Agency to the Department, and

(7) establish the grounds upon which the Agency may reduCe the number
of assisted units in a rental hOusing development only if the assistance
provided by the Department or Agency cannot proville adequate assistance to
maintain the development's fheal integrity. Ally such reduction shall be
reviewed no less often then annually as to its continued necessity.
(b) a JIlanagement Agrel!lllent,
(e) an Assistance Payments tontract which sl'la11 set forth terms. I;ondi_

tioRs, and requirements governing the payment, receipt and use of assistance
plyment 1lI0neys,

(d) a Regulatory Agreement whiCh shlll contain, at a minilllJlll, provisions
which:

(I) restrict avaih.blility lind OttUPlincy of assisted units to
eligible households, lit affordlble rents,

(2) specify the number of units and assisted units in the renta 1
housing development lind the projected rents for those units, and the llIllnner
and conditions under Which the ratio of lssisted to non_assisted units may
be ctlanged,

(3) specify procedures for setting rents and calculating utility
allOWlnces consistent with this subchapter,

(4) require payment of prev<lil1ng wage rates ani;! hiring of
apprentices wfth respect to constMlction of the project,

(5) provide for return on investment pursulnt to Section 7890,
(6) keep ttle regulatory agreement in effect so long as Agency financ_

ing for the housing development remlins outstanding, or thirty (30) years,
whiChever is srelter, and to adequately secure such an agreement,

(7) require that ttle sponsor agree to abide by the directives of the
Agency reg<lrding assistance payments where the project, in ttle Agency's
jUd~ent, can operate consistent with the Program with less or no
assistance,

1
8) require regular reports as required by the Agency,
9) specify tenant selection and occupancy standards in accordance

with ttle PrOgrlm,
(IO) specify ttle te~ of occupancy agre~nts,

(II) require that copies of appropri<lte documents be <lvailable in the
langUllge(S) c~nly used by residents of the arell, <lnd

(12) incorporate additional reasonable requirements of the Department
or the Agency.
(e) The DepartJnent, after CDlIIIlittee approval, lIlay require such additional

contracts and agreements between the Oepa~nt and Agency or the Agency and
sponsors as it deems necessary to meet the purposes of the Program or the
requi rements of the Code.

(f) All agreeDents and contra~s, other than the Interagency Operating
Agreement, or one docunent referencing all other documents. shall be recorded
in the office of the county recorder in the county in which the rental hOUSing
development to wtlich they relate is located. When so recorded, they shall
constitute a lien on the rental housing development in accordance with this
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slJbchapter for tlie perfoMllilnce of conditions, including the paylllent of any
money, as specified herein. Recorded agreements shall be indexed in the
grantor .index to the name of the sponsor and 1n the grantee index to the State
nf Cali fnmia.

(g) Any amendment to any agreement or contract which has a material effect
o~ the interests of the Depa~nt must be approved, in advance, by the
Department. Any amenmnent to any document approved by the Department pursuant
t(l this subchapter sllall De reported at the time reports pursuant to Section
7884 are made.

(Ii) Prior to their use, any agreement, contract, or other document which
effects the interest of the Department, DUst De approved in form and
substance, by the DepartJlent. This requirl!llll!nt does not apply to approval of
each individual docuinent before execution or use, but only to general review,
l.l~less substantive changes or additions are made to the contract at or before
the time of execution. Copies of all loan closing docgnents shall be provided
to the Department.

NOTE: Authority cited: Health and Safety Code section 50737. Reference
cited: Health and Safety Code sections 50739, 50745; 50746, 50749

1884. Reporting
(a) The regulatory agreement between the sponsor and the Agency shall

colltain a requirement that the sponsor report to the Agency at least
annually.

(b) The Interagency Operating Agreement Shall contain a requirement that
the Agency report annually to the DepartAlent in a fonn approved by the
Department. EaCh report shall deal separately with each rental housing
development for the which Agency is responsible and shall be submitted to the
Oepartment no later than October 31 in eaCh year. The report Shall contain
SUCh infoMllation as the Department may reasonably require, including but not
1illlited to:

(1) the fiscal condition of the rental liousing development, inclUding
an audited financial statentent indicating surpluses or deficits in operat_
ing accounts and the oPIOunts of any fiscal reserves,

'(Z) the substantial defects in physical condition of the rental hous
ing"deve1opment, including, a deSCription of any major repair or ~intenance

work unliertalten in' the reporting year,
(3) the occupancy of the rental hous1ng development indicating:

(A) the number and sizes of assisted units available to or
occupied by eligible households.

(B) the distribution of incomes of eligible households.
(C) the ethnic groups to whiCh the eligible households belong.

,,' (D) the nlJllber of eligible very low incOlle and other lower in_
come households on waiting lists for the assisted units.
(4) general management performance including tenant relations and

other relevant information. ,
NOTE: ,G,uthority cited: llea1th and Safety Co<le Section 50737. Reference

cited: Health and safety Code Section 50743, 50746

7BB6. Tenant Selection and Occupancy Standards and ,procedures
With respect to the assisted units, except as otherwise required by the

PrDgram, the sponsor shall develop tenant selection and oCCllpancy standards
and procedures which comply with the requirements of Article 5 (C:llllID@nc:ing
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with Se~tion 11401) of Chapter 2 of Part II of Title 25, California
Administrative Code.

NOTE: Authority ~ited: Health and safety Code Section 50737. Refer-en~e

~ited:- Health and Safety Code Se~tions 50746. 50749

7888. Rent Adjustment Procedures
(a) With respect to the ,assisted units. tenant's incomes shall' be

rel:ertified onl:e eal:h year for households in fillllily pr-ojects and at least once
every two years for households in elderly projects.

(b) If. upon recertification. there have been I:hanges in the household in_
come. the household's rent shall be re-established in accordance with Section
71106. or established at market rent, whictlever is indicated.

(c) Base rents may be adjusted at any time following adjustment of cost of
living increases pursuant to Section 11453 of the welfare and Institutions
Code and pUblication of new area median incomes by the Department, and utility
cost adjustments shall be made pursuant to section 7806. A 3D_day notice of
utility allowance or ~se rent change shall be given to the tenant prior to
the effective date of such an increase or decrease.

(d) Following completion of recertification of tenant income. a 3D-day
notice to the tenant of rent increase or decrease must be given prior to the
effective date of such an adjustment.

(e) Prior to any change in rent, the sponsor shall notify each tenant, in
writing. of informal meetings with the sponsor to discuss the rent changes.

(fl Where rents in assisted units are established and charged pursuant to
section 7806(g). then rents shall be adjusted in accordance with the rules and
regulations governing the Federal Section 8 program.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: Health and Safety Code Section 50749. •

7890. Return on Investment
(a) A sponsor WhlCh is not a nonprofit corporation or a governmental

agency shall be entitled to distribute earnings in an annual a~unt not to
exceed six perl:ent (6~) of the sponsor's actual investment in a rental housIng
development. excluding unaccrued liabiltties of the sponsor.

(b) Notwithstanding subdivision (a), the Committee may authorize the
distribution of earnings of an amount greater than six percent (6~) but not to
exceed ten percent (l~) on a family rental housing development if, ~t the
request of tile Agency, it deteM'llines:

(I) that without the allowance of such greater rate of return the
Agency would not be able to comply with the requirements of this
subchapter, ~nd

(2) that such greater rate of return is reasonable taking into
account of the circumst~nces of the rental housing development.
(c) By a time to be determined by the Agency, the Agency shall report to

the Department as to the amount of the sponsor's investment on which the al~

lowable return will be calculated. Su~h amount shall include the sponsor's
actual investment i~ the rental housing development, other than any unaccrued
liabilities of the sponsor.

NOTE: Authority cited: Health and Safety Code Section 50737. Reference
cited: flealth and Safety Code Sel:tion 50746
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7~92. T~ansfe~, Fo~eclosu~e, B~each, o~ Tenmination of Assistance
(a) If the sponso~ lnten(1S to se! I o~ convey the ~entai houslngdevelop

ment, exp~ess, p~io~ w~itten app~oval of the Agency is ~equi~ed an~ may be
given p~ovide~ that the following tenms shall be inco~po~ated:

(1) The successo~ in inte~est to the g~anto~ ag~ees to assume the
Obligations of the g~anto~ ~elating to the Prog~arn specified in the
~egulatory ag~nt.

(2) The successor in Interest is an eligible sponsor and demanst~ates

that it can successfully own and ope~ate the ~ental housing Development.
(b) The Agency, at its disc~etion, may demand ~ep~ent of the grant a~ a

lesse~ aMount equivalent ta the value af p~ia~ use of the p~emiseS O~ seek
enfo~cement by p~oceed1ngs at la~ and/ar in equity, at the option of the
Agency, against a~ person or persons or entity violating o~ attempting to
yiolate any convenant or con~ition of the regulatory agreement.

{cl P~ior to taking any action unde~ subdivisions (b) o~ (cl, the
Agency shall:

(I) provide the sponso~ with 30 days ~ritten notice of the breach or
default. and seek and encourage co~~ection o~ compliance.

(Zl provide the Oepa~tment 24 hours notice of the b~each and the
intention to foreclose. ~efault, or litigate, and

(3) consult with the Oepartment ~egarding action intended.
NOTE: Authority cited: Health and Safety COde section 50737. Refe~ence

cited: Health and Safety COde section 50746

(HCF#l)
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